
Michigan Departent of Treasury
496(02106)

Auditing Procedures Report
rssuedunderP.A2ofl968,asamendedandP.A71of1919,asamended.
Locl Unitof Gowmment Typ Locl Unrt Name
DCounty
Fiscal Year End

12/31/06

DCity DTwp DViliage
OpinlonDale

180ther City of Manistee Housing Commission
Dale Audit Report Submilted 10 Slate

September 19, 2007

County

Manistee

September 11, 2007

We affrm that:

We are certified public accuntants licensed to practice in Michigan.

We further affrm the following material, "no. responses have been disclosed in the financial statements, including the notes, or in the
Management Letler (report of comments and recommendations),

00 0w,. z
,. 18 D

2. 18 D

3. 18 D
4. 18 D

5. 18 D
6. 18 D

7. 18 D
8. 18 D
9. 18 D

10. 18 D

11. 18 D
12. 18 D
13. 18 D

14. 18 D
15. 18 D

Check each applicable box below, (See instructions for further detal!.)

All required component units/fundsfagencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accmulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accunts issued by the Department ofTreasury.

The local unit has adopted a budget for all required funds.

A publiC hearing on the budget was held in accrdance wih State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.

The local unit only holds depositsfinvestments that comply with statutory requirements.

The local unit has no ilegal or unauthoried expenditures that came to our atlention as defined in the Bulletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to our atlention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previOUS years.

The audit opinion Îs UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accpted accunting principles (GAAP).

The board or council approves all invoices prior to payment as required by charter or statute.

To our knowledge, bank reconcilations that were reviewed were performed timely.

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority and'or commission.

I, the undersigned, certify that this statement is complete and accrate in all respects.

i

I

We have enclosed the following: Enclosed Not Required (enlera briefjuslificalion) 

Financial Statements ~
The letler of Comments and Recommendations ~ See Audit Report Index

Other (Descbe) ~ See Audit Report Index

Certed PublìcAcuntanl(Fimi Neme) Telephone Number 

Asher & Company, LTD. 215-564-1900
SlreetAddre City Stale I Zip 

1845 Walnut Street Philadelphia PA 19103
Au~~~PAiig.natJre cP

~ I Printe 

Name License Number 

Michael D. Byrnes Temporary permit attached

U

,

,

VaughnCJ
Text Box
                                              



FINANCIA STATEMENTS AN SINGLE AUDIT
IN ACCORDANCE WITH OMB CIRCULA A-I33
TOGETHER WIH INDEPENDENT AUDITORS'

REPORTS

CIT OF MAISTEE
ROUSING COMMSSION

DECEMBER 3I, 2006



CIT OF MASTEE HOUSING COMMSSION

DECEMBER 31, 2006

TABLE OF CONTENTS

Page

Management's Discussion and Analysis .............................................................. 1-9

Independent Auditors' Report..............,........................................................................... 10-11

Basic Financial Statements

Statement orNet Assets ............................................................................................. 12

Statement of Revenues, Expenses and Changes in Net Assets................................... 13

Statement of Cash Flows .............................................................................................. i 4

Notes to Financial Statements...........................:....................................,...................... 15-21

Other Matters

Report on Interal Control Over Financial Reporting And on Compliance and
Other Matter Based On An Audit Of Financial Statements Perormed in
Accordance With Governent Auditig Standards ........;........................................ 22-23

Report on Compliance With Requirements Applicable To Each Major Program
and on Interal Control Over Compliance in Accordance with
OMB Circular A-l33 .................................................................................... 24-26

Schedule of Findigs and Questioned Costs................................................................. 27-31

Supplementa Inormation

Schedule of Expenditues of Feder Awards............................................................. 32

Notes to the Schedule of Expenditues of Federa Awards ...................................... 33

Schedule of Grant Advance ys. Expenditues ......................................................... 34

Financial Data Schedule ............................................u................................................. 35-39



CITY OF MANSTEE HOUSING COMMSSION
MAAGEMENT'S DISCUSSION AN ANALYSIS

FlSCAL YEAR END DECEMBER 31, 2006

I.

Ths section of the Commssion's anual fiancial report presents Management's analysis of 
the

Commission's ficial pedormance durg the Fiscal Year Ended December 31, 2006.

FIANCI HIGHLIGHTS AN CONCLUSIONS:

The City of Manstee Housing Commission ended the year with a strong workig capita
position of $599,598 which is an increase of $451,396 from the previous year. The tota net

assets also increased by $270,311 which is a signficant amount, that is due to an increase in
Unrestrcted Net Assets of$431,929 which was offset by a decrease to Invested in Capital Assets
of$(161,618). Accrdigly, capital assels decreased by $(161,618) priarly due to depreciation
expense in excess of curent capital additions. A sumar of significant activities and
comparsons between the year is fuer explaied in ths document.

REQUIRED FIANCI STATEMENTS

The Financial Statements of the Commssion report inormation using accountig
methods simlar to those used by private sector companes (Enterrise Fund).

The Statement of Net Assets (Balance Sheet) includes al of the Commssion's assets and

liabilities and provides information about the amounts and investments in assets and the
obligations to Commssion creditors. It also provides a basis of assessing the liquidity and
fiancial flexibility of the Commssion. Over tie, increases or decreases in Det assets may
sere as a useful indicator of whether the fiancial health of the CommssioD is improvig or
deteriorating.

The curent yea's revenues, expenses, and changes in net assets ar accounted for in the
Statement of Revenues, Expenses and Changes in Net Assets. TIs statement meaures the

success of the Commssion's operations over the past fisca year.

The Statement of Cash Flows is to provide information about the Commssion's cash
receipts and disburements durg the reportg perod. The statement reports net changes in
cash reultig from operations, investing and financing activities.

FIANCIAL ANALYSIS OF THE COMMSSION

One question frequently asked about a Commssion's fiances is "Did the Commssion's
operations and fiancial position improve or deteriorate over the previous fiscal year?" The
Statement of Net Assets and the Statement of Revenues, Expenses and Net Assets report
information about the Commssion's activities and are sumarzed in the followig sections.
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CITY OF MAISTEE HOUSING COMMSSION
MAAGEMENT'S DISCUSSION AND ANALYSIS (Contiued)

FISCAL YEAR ENDED DECEMBER 31, 2006

To begi our analysis, a summar of the Commssion's Statement of Net Assets is presented in

Table!.

City of Manistee Housing Commssion
Combined Statement of Net Assets

TABLE I

2006 2005 TotalChane:e %Chane:e

CUltAsset 722,268 347,294 374,974 i07.~7%

CapitalAset 3,141,183 3,302,801 (161,618) -4.89%

Other Noncurrnt Aset 4,216 16,293 (12.077) .74.12%

Total Asset 3,867.667 3,666,388 201,279 5.49%

CuriLiabilities 122,670 199,092 (76,422) .38.39%

NoncutLiabilties 49.024 41.634 7,390 17.75%

Tota Liabiltles 171.694 240,726 (69.032) -28.68%

Invested in Capital Aset
Net of Related Debt 3,141,L83 3,302,SOL (161,618) -4.89%

Unrescted Net Aset 554.790 '122861 431,929 351.6%

Total Net Assets 3.695.973 3.425.662 270,311 7.89%

Tota Liabilties & Net Assets 3.867,667 3.666,388 201,279 5.49%

As ilustrated in the Combined Statement of Net Assets, the overall Net Assets of the
Commssion increaed by $270,311. The Statement of 

Revenues, Expenes and Changes in Net
Assets contaed in the financial statements, ilustrtes ths increae. The "Invested in Capita
Assets - Net of Related Debt" decreaed by $(161,618), which was maiy due to depreciation
expense in excess of capital additions. The Unrtrcted Net Assets increaed by $431,929
which is mainy due to the reovery of fuds received from the fraud loss in prior years. The
incre in Net Assets is ilustrated in the analysis of the Statement of Revenue, Expenses and

Changes in Net Assets.

Cunt Assets increaed $374,974 which is maiy due to an increase to cash and ca
equivalents of $340,024 as ilustrted in the Statement of Cash Flows in the fiancial statements.
The mai source of this increase was the parial recvery of fuds from frud loss incured in
prior periods. There was also an increase to miscellaneous accunts receivable of $6,091.

Cuent liabilities decreased by $(76,422) as a result of a 'reduction to Accrued -
Payments in Lieu of Taxes of $(56,474) which was due to the settement and payment of 

prior

yeas PILOT tax. The accrual from 2005 was large because of ceai prior year PILOT
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CITY OF MAISTEE HOUSING COMMSSION
MAAGEMENT'S DISCUSSION AN ANALYSIS (Contiued)

FISCAL YEAR ENDED DECEMBER 31, 2006

payments had been improperly paid and recrded as being paid. Accunts payable to vendors

decreased by $(7,075) due to timig differnces on yea end accruals. Also, curent

compensated absences deceaed by $(21,792) while nonRcurent acced compenated absences
incrsed by $23,683. Consequently, the combined change is imateral; however, there was a -

chage in classification in anticipation of the longevity of the curent employee. Tenant
securty deposits increaed by $20,859 due to a change of the curent policy of amounts to be
held for deposit of new residents. Uneaed revenue decreaed by $(12,138) as a result of
amounts eared in the cuent period. Other non-curent liabilities were reclassified to cuent
durng the audit period

Whle the Statement of Net Assets shows the change in fiancial position, the Statement
of Revenues, Expenes and Changes in Net Assets brea down our revenues and expenses
fuer. Table II, which follows, provides a combined statement of 

these changes.

City of Manitee Housing Commssion
Combined Statement of Revenues, Expenses and Changes in Net Assets

TABLE II

2006 2005 Total Change % Change

Tenant Revenue 563,467 510,066 53,401 10.47%

Grt Funding 453,184 567,654 (114,470) -20.17%

Interest IncOme 26,244 5,408 20,836 . 385.28%

Other Income 585.030 55.338 529.692 957.19%

Total Revenue 1,627.925 1,138.466 489,459 42.99%

Admistation 424,608 290,197 134,411 46.32%

Tenant Serces 5,992 4,087 1,905 46.61%

Utities 154,468 151,723 2,745 1.81%

Maitenance 390,844 463,665 (72,821) -15.71%

Protective servces 2,153 2,890 (737) -25.50%

General expense 114,066 81,843 32,223 39.37%

Depreciation 265.483 257.175 8.308 3.23%

Total Expenses 1.357,614 1.2511580 106,034 8.47%

Change in Net Assets 270,311 (113,114) 383,425 -338.97%

Beginng Net Assets 3.425.662 3.538.776 113.114 3.20%

Endig Net Assets 3.695.973 3.425.662 496.539 14.49%

Other Income netsfraud activity.
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CITY OF MATEE HOUSING COMMISSION
MAAGEMENT'S DISCUSSION AN ANALYSIS (Contined)

FISCAL YEAR ENDED DECEMBER 31,2006

i

Table II provides a Statement of Revenues, Expenses and Changes in Net Assets by Revenue
Source.

City orManlrt Housing Coinmlnlon

Combined St:dem~t orRevenuei Expenses aDd Change In Net Aset by Revenue Saute By Progrm
Fica Ye:rEndedDece.ber31,iOO6

TABLE m

Low-Rent Publk

Housing Capita Fund Toti\

TeitRcvenue 563,467 563,467

Grat Funding 351,214 101,970 453,184

lnlCllncome 26,244 26,244

Oiherlncomc 585,030 585,030

Total Revenue 1,525,955 101,970 1,627,925

Adinîsmlion 392,930 31,678 424,608

TeintSeMce 5,992 5,992

Utilities 154,468 154,468

Maiiteiance 390,84 390,84

Protccveserlce 2,153 2,153

Geneilcxpc 114,066 114,066

Dereiation 256,26 9,257 265,483

Total Expeises 1,316,679 40,935 1,357,614

Incrce in Net Assels 209,276 61,035 270,311

Begnnng Net A= 3,396,472 29,190 3,425,662

Transerbe=iFund 30,800 (30,800)

Ending Nel Aset 3,636,58 59,425 3,695,973

REVENU

In reviewing the Statement of Revenues, Expenses and Changes in Net Assets, you will
fid that 28% of the Commission's revenues are derved from grts from the Deparent of

Housing and Urban Development. The Commission receives revenue from tenants for dwelling
rental charges, exces utilities, and miscellaneous charges of35% of total revenue. As a result of
the frud recvery, other revenues comprised 35% of the tota revenue. Ths amount of revenue

from other source is of coure unusual, and is not anticipated in futu perods. Compared to
-4 -



CIT OF MAISTEE HOUSING COMMSION
MAAGEMENT'S DISCUSSION AND ANALYSIS (Contiued)

FlSCAL YEAR ENDED DECEMBER 31,2006

i

i
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the Fiscal Yea Ended Decmber 31, 2005, revenues had an overal increae of $489,459
(42.99%).

2006 Revenue

Tenant Revenue
35%

Grant FundIig
28%

Interest Income
2%

Tenant Revenue - Tenant Revenue bad an increae from $510,066 to $563,467 of
approxiately 10.47%. The increae is due to an increae in effort of 

identifyg other charges

and servce which should be charged to tenants, along with better management and increased
reident income which directly impacts dwelling rental income.

Other Revenue - Other income increaed from $55,338 to $585,030 priary due to fraud

recveiy of $562,955. Ths revenue was the result of amounts recvered from prior year fraud
loss.

Interest Income - Interest income increaed from $5,408 to $26,244 due to better fiscal
management, increaed yield on investments and increased amount of fuds which could be
invested.

Program Grants/Subsidies - We had a 20.17% decrease in Grat Revenue or $(114,470)

compared to the previous yea. Ths deceae was priarly made up of 
tig difference in the

Capital Fund Program, There was a decrease in the curent year expenditues over the prior yea
of$(173,193). The Operating Fund subsidy increased from $292,491 to $351,214.
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CITY OF MATEE HOUSING COMMSSION
MANAGEMENT'S DISCUSSION AN ANALYSIS (Contiued)

FISCAL YEAR ENDED DECEMBER 31, 2006

2006 Grant Fundi

CapItal Fund
23%

Low-Rent
Publk Housing

77%

EXPENSES

The following char ilustrtes the amount of fuds expended by category durg the
cuent yea.

2006 Expense

Adinistration
32%

Depreciation
20%

Tent Serces
0.4%

Geeral expense

8%

Protective
seres

0.2%

Utes
11%

Matenance
29%
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CIT OF MANTEE HOUSING COMMSSION
MAAGEMENT'S DISCUSSION AN ANALYSIS (Contiued)

FISCAL YEAR ENDED DECEMBER 31,2006

The City of Manstee Housing Commssion experence an increase in total expenes for
the curent year from $1,251,580 to $1,357,614 or $106,034 (8.47%). The highights of the

expenes for the curent yea are as follows:

AdnuistratIve - Admistative costs include all non-maitenace costs which ar
admstrtive salares, benefits, accrued leave, legal costs, auditig costs, travel, trng costs,
and other adminstrtive cost such as supplies, telephone expense, etc. Compared to 2005,

admstrtive costs increaed by $134,41 1 or 46.32%. The increase is mainly due to an increae

in other admstrtive costs of$85,566. Most of these increaed expenses were directly related.
to legal fee incured durng the yea. Legal costs were unusually large due to prior yea fraud

issues, cuent labor negotiations and other employee issues. These costs are not expected to

reoccur in 2007. In addition to ths, there was an increase in admstrtive salares of $29,135

and benefits of $3 i ,605. These increaes were due to a trition of prior employees to curent
employees. 'As a result of certn personnel issues there was a duplicate cost incured dur the
year.

Tenant Servces - Tenant Serce costs increaed from $4,087 to $5,992 (46.61%) or $1,905.
The tenat serces have increaed due priarly to an increased spending on resident initiative
program.

Utities - The total utities expense for the Commssion increaed by $2,745 or arund 1.81%.
Ths increae is immaterial and is from normal increaes in rates.

Maintenance - Maitenance costs are all costs incurr by the Commssion to maitan the
Public Housing, locay owned and mied fiance unts avaiable for occupancy. Costs include
personnel cost, materals used to maitai the unts, contrcts for waste management and

telephone/radio servce, etc. The Maitenance Expense for the Commssion decreaed
signficatly from $463,665 to $390,844 or (15.71)% from the fisca year 2005. There was a

decree of matenance labor of $(42,660) and a corresponding decreae in benefits of
$(14,502). These decreaes were a result of a maintenance employee who was terminted durg
the yea. And as a reslt in the reduction of maitenance labor there was an increase in contrct
costs durg the yea due to the outsourcing of certain maitenance items.

Protective Servces M Protective Servce Expense changed from $2,890 to $2,153 or a decreae~wm .
General Expenses - Genera Expenses include insuce costs (propert, auto, liability,
workers' compensation, public offcials' liability, lead based pait insuance, etc.), collection
losses, payment in lieu of taxes to the City, and other genera expenses. General expenses
changed from $81,843 to $114,066 or an increae of $32,223. Most of the increae in the

general expenses category was due to the increae in inurance expense of $30,940. As a result
of the review of inrance coverage, there were a few policies that needed to increase their
coverage amounts and correspondingly the insurance premums increaed.

-7 -



CITY OF MASTEE HOUSING COMMSION
MAAGEMENT'S DISCUSSION AN ANALYSIS (Contiued)

FISCAL YEAR ENDED DECEMBER 31,2006 I

i.

Depreciation - Because the costs of all capitaled additions are spread over the estiated useful
life of an asset, the estiated curent yea costs of capitalized items is recrded as depreciation.
Depreciation expense for the curent yea reaed an increae of $8,308 due to additional assets
place into servce durg the year.

CAPITAL ASSETS

At the end of fiscal yea 2005 the Commssion bad Capita Asset of $3,302,803, net of
depreiation. As of December 3 i, 2006, the Commission had decreaed its net capita assets by
$(161,620) to $3,141,183 (4.89%).

The following ilustrates the. Capital Asset values for 2006 and 2005.

City of Manstee Housing Commsion
Combined Statement of Capital Assets

TABLElV

Lad
Buìldings & improvements
Equipment
Constrction in progress

Accumulated Deprecation

2006 200~ Total rhanee o/n rhanee

312,216 312,216 0.00%
7,343,178 7,319,857 23,321 0.32%

474,930 411,801 63,129 15.33%
16,112 16,112 N1A

8,146,636 8,043,874 102,762 1.28%

(5,005.451) (4,741,071) (J64.1R2) 5.58%

3.141.183 3.302.803 (161.620) -4.89%

.
,.
,

Tota Capita Assets

The decease is due to curnt depreciation expense of $265,483 which was offset by

cuent year additions of $103,865. Only $39,492 was expended though the capitaization
progr durg the yea, while the balance of$64,373 was expended thugh opertions.

- 8-



CITY OF MAISTEE HOUSING COMMSSION
MAAGEMENT'S DISCUSSION AN ANALYSIS (Contiued)

FICAL YEAR ENDED DECEMBER 31, 2006

LONG-TERM DEBT

There was no long-term debt activity dunng the yea.

ECONOMIC FACTORS AN EVENTS AFFECTING OPERATIONS:

Several factors may affect the financial position of the Commission in the subsequent
fisca yea. These factors include:

(1) The Unemployment Rate for the Manstee County for the year ended Decmber 31, 2006
is 8.4%, compared to the previous yea of 7.8%. For the State of Michiga the

Unemployment Rate was 6.9% as of December 31, 2006 compar with 6.8% in the

previous yea. i .

(2) The Commssion is experencing the effects of full trsition to the project based
accounting requiements as well as the corresponding adjustments to HU fuding, and
the new methodology of the Operating Fund Progr. Although the Housing
Commission ha a stong fiancial position, the effecs of these changes could result in a
reducton of revenue in Umestrcted Net Assets. The full impact ofHU's changes and
reductons approved by Congress is not yet known.

CONCLUSIONS:

Over, the City of Manstee Housing Commission maintains a strong fiancial picture.
Its' management is commtted to stayig abreat of reguations and appropriationS as well as
maitai an ongoing anaysis of all budgets and expenses to enSure that the Commssion

contiues to operte at the highest standards established by the Rea Estate Assessment Center
and the Deparent of Housing and Urb~ Development

f;

1bs financial report is designed to provide our residents, the citizens of Mantee, all
federal and state reguatory bodies, and any credtors with a general overvew of the
Commssion's fiance. If you have any questions regarding these fiancial statements or
supplementa information, you may contact Clinton McKinven-Copus, Executive Directive at
(231) 723-6201 or by wrtig: the City of Manstee Housing Commission, 273 6th Avenue,
Manstee, Michigan 49660.

i Buru of Labor Statistics Data website ww.bls.gov
- 9-
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Independent Auditors' Report

City of Manstee Housing Commssion
Manstee, Michigan

We have audited the accompanyig financial statements of the City of Manstee Housing

Commssion (the "Commssion''), component unit of the City of Manistee, as of and for the yea
ended December 31, 2006. which collectively comprise the Commssion's basic financial
statements as listed in the table of contents. These fiancial statements are the reponsibility of
the Commssion's maagement. Our reonsibilty is to express an opinon on these fiancial
statements based on our audit.

We conducted our audit in accordance with auditig standards generaly accepted in the
United States of America and the standards applicable to financial audits contaed in
Governent Auditing Stadar, issued by the Comptrller General of 

the United States. Those
stadards require that we plan and perform the audit to obtai reasonable assurance about

whether the fiancial statements are free of materal misstatement An audit includes examg.
on a test basis, evidence supportg the amounts and disclosures in the fiancial statements. An
audit also includes assessing the accounting priciples used and signficant estiates made by
management. as well as evaluatig the overa fiancial staement preentation. We believe that

our audit provides a reasonable basis for our opinons.

~

In our opinon, the fiancial statements referred to above present faily, in all material
resects, the fiancial position of the City of Mastee Housing Commssion as of December 31,

2006 and changes in fiancial position, and cash flows thereof for the year then ended in
conformty with accounting priciples generaly accepted in the United States of America.

In accordance with Goverent Auditig Stadards, we have also issued our report dated
September 11, 2007, on our consideration of the Commssion's internal control over ficial

reportg and on our tests of its compliance with certai provisions of laws, reguations,
contracts, grant agreements and other matters. The purose of that report is to descrbe the scope
of our testing of internal control over fiancial reportg and compliance and the reslts of that
testig, and not to provide an opinon on the intern control over -financial reportmg or on

compliance. That report is an integral par of an audit performed in accordace with

Governent Auditing Standads and should be considered in assessing the results of 
the audit.
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City of Manistee HC~lUSing Comoussion
Manistee, Michigan

Management's discussion and analysis on pages i though 10 is not a required par of 
the

basic fiancial statements but is supplementar inormation requied by accuntig priciples
genery accpted in the United States of Amerca We have applied certai lited.proceures,
which consisted principally of inquies of mangement regardig the methods of measurement
and presentation of the required supplementar information. However, we did not audit the
inormation and express on opinion on it.

Our audit was conducted fQr the purpse-of formg an opinon on the basic fiancial

statements of the City of Manstee Housing Corrssion taen as a whole. The accompanyig
schedule of expenditues of federal awards contaed on page 32 and 33 are presented for
puroses of additional analysis as required by U.S. Offce of Management and Budget Cirular
A-B3, Audits of States, Local Governents, and Non~Profit Organzations. The accmpanyig
Schedule of Grt Advance vs. Expenditues on page 34 and the fiancial data and schedule of
grant advance vs. expenditues contaed on pages 35 - 39 are also not reqed par of the
basic fiancial statements and are presented for the puroses of additional analysis as required by

the U.S. Deparent of Housing and Urban Development. Such inormation has been subjected

to the auditig proceures applied in the audit of the basic fiancial statements and, in our
opinon, is faily stated, in relation to the fiancial statements taen as a whole.

fX l Cof'~Ö' L'f,
ASHER & COMPAN, Ltd.

September 11, 2007

.
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The acwmpanyig notes ar an integr part of these
financial statements.
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CITY OF MATEE HOUSING COMMSSION
STATEMENT OF REVENUS, EXPENSES AN CHAGES IN NET ASSETS

FOR THE YEAR ENDED DECEMBER 31,2006

The accmpanying notes are an integral par of these
fiancial statements.
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CIT OF MANISTEE HOUSING COMMISSION
STATENT OF CASH FLOWS

FOR TH YEAR ENDED DECEMBER 31, 2006

CASH FLOWS FROM Op:ERTIG ACT:
Cas reeived frm tets

Ca reived frm openitig subsidies
Ca paid to vendors and contrctors
Cah paid for saares and related expens
Ca reeived from non.tenant income
Cash received fot frud rever

Net cah provide by openitig activities

CASH FWWS FROM CAPITAL AN RELATE FIANCING ACTIES:
Câpital grt reeipts

~chas of propert plant and improvements
Net cah utid frm capital fiancing activities

CASH FLOWS FROM INSTmG ACTS:
NoteS reivable

Interet on invesbnent

Net cah provided by investig activities

Net incree in ca and cash eqvalents

Cash and cah equivaents, begi of yea

Cash and ca equivaents, end of yea

RECONCILTION OF OPERTIG INCOME
TO NE CASH PROVIED BY OPERTIG ACT:

Oprati income

Item which did not use cah:
Depreciation
Bad debt

Chaes in operati assets and liabilties:

Accounts receivable - tenants
Accounts reivable - other
Prepaid and other asts
Accounts payable
Accrued payrll and taes

Accrued" compenate absence
Accounts payable - other governent
Tent seurty deposits

Deferr reenue

Net cah provided by operating activities

The accompanyig notes are an integrl par of these

ficialslatements.
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S 579,699
328,787

(655,257)
(471,368)

22,075
562,955
366,891

39,492

(103,865)
(64,373)

ll,262
26,244
37,506

340,024

304,744

S 644,768

$ 204,575

265,483
3,632

(2,168)
(6,091)

(29,508)
(7,075)

198
1,891

(56,474)
20,859

(28,431)

$ 366,891



CITY OF MATEE HOUSING COMMSSION
NOTES TO FIANCIA STATEMENTS

DECEMBER 31,2006

"

NOTE A - ORGANTION AN SUMY OF SIGNIFCAN ACCOUNING
POLICIES

Orf!anization

The City of Manistee Housing Commssion (the "Commission") is a Public Housing
Authority created by the City of Manstee on Augut 30. i 968, consistig of a five-member
boar appointed by the City of Manistee and charged with tle resonsibilty to provide and
serce housing to meet the communty' 5 needs for afordable low-income housing. An

executive director is appointed by the Commssion's Board to manage the day-to-day
operations of the Commssion. The Commssion operates under the provisions of the U. S.
Housing Act of 1937 (the "Act"). The Act, as amended empowers the Commssion to
pedorm plang, constrcton, ficing, maitenance and mangemeIit of the public

housing developments in the City of Manstee.

The Commssion is provided with the majority of its fuding though two contrctual
agreements: an Anual Contrbutions Contract ("ACe") and a Coopertion Agreement. The
Amual Contnòutions Contrct with the United States Deparent of Housing and Urban
Development "HO" provides loan.s to the Commission durg developmenta phases as
well as subsidies durg the operating period to maintan its housing program. The
Coopertion Agreement with the City of Manstee obligates the Commssion to make
payments in lieu of taes to the Governent of the City of Manstee whenever residual

receipts are available, and whereby the Governent agrees to provide muncipal serces and
continue the ta-exempt statu of the Commssion's projec.

The Commission admsters the f6110wig HU low rent housing program:

Number of Units Program Contrct Number

PHA Owned Housing C3077 220

Description of Programs

Low Rent Housinf! Prof!ram

The fuding for public housing authorities is r~ived frm the HU and frm paricipants in
public housing programs. Under the Low Rent Housing Assistace Program, low-income
tenants pay monthy rents wmch are determned by their nee for assistace. HUD pays

operatig subsidies to the Comnssion to enable the Commssion to maita the low-i.ncome
progr while providing adequate services.

-15 -



CITY OF MASTEE HOUSING COMMSSION
NOTES TO FIANCIA STATEMENTS

DECEMBER 31, 2006

.'

NOTE A - ORGANATION AND SUMY OF SIGNICAN ACCOUNTING
POLICIE (Contined)

Capital Fund Program

The purose of the Capital Fund Progr is to provide another sour of fuding to cover the
cost of physica and management improvements and rehabiltation on existing low-income
housing and improvements to the central offce facilities. Funding for ths progr is

provided by grants from HU. .
Basis of presentation: The Commssion's fiancial statements are prepared in accrdance
with GASB Statement No. 34, Basic Financial Statements and Management's Discusion
and Analysis for State and Local Governments ("GASB 34''), GASB 34 requires the basic
fiancial statements to be prepar using the ecnomic resources meaurement focus and the
accal basis of accountig and requires the presentation of a Statement of Net Assets, a
Statement of Revenues, Expenses and Changes in Net Assets and a Statement of Cash Flows.
GASB 34 also requires the Commssion to include Management's Discussion and Analysis
as par of the Required Supplemental Inormation.

The Coinission's primar source of non-exchange revenue relates to grants and subsidies.
In accordance with GASB Statement No. 33, Accounting and Financial Reporting for Non-
exchange Transactions, grt and subsidy revenue are recogned at the tie eligible

progr expenditues occur and/or the Commssion has complied with the grant and subsidy

requiments, .

In accrdance with GASB Statement No. 20, Accounting and Financial Reporting for
Proprietary Fun and Other Governmental Activites that Use Proprietary Fund

Accounting, the Commssion has elected to apply al Financial Accountig Stadards Board
pronouncements, Accuntig Principle Board Opinions and Accunting Reseach Buleti
issued that do not conflict with or contrdict GASB Pronounceents.

General BudJ!et Policies: The Commssion adopted budgets for al HOO-fuded progi.
The budget is controlled by fud at the fucton leveL.

Cash and cash equivalents: Cash consists of cah on hand held by depository intutions

and trstees in the Commssion's name. For puroses oflle sttement of cah flows, the
Commission consider all highy liquid invesents available for curent use with an intial
maturity of thee month or less to be cah equivalents.

I

i
1
,

I

-16-



CITY OF MANSTEE HOUSING COMMSSION
NOTES TO FIANCIAL STATEMENTS

DECEMBER 31, 2006

NOTE A - ORGANTION AN SUMY OF SIGNIFICANT ACCOUNING
POLICIES (Contiued)

Capital Assets: Capital assets are recorded at historica cost at the date of acquisition.
Assets are deprecated using the stght-line method over the estiated usefu lives as

follows:

Lad
Building
Improvements
Equipment and Vemc1es
Furtue

N/A
40 yea
1 5 years

5 yea
5 yea

The Commssion has established a capitaliztion theshold of$300.

Accounts Receivable: The majority of the accunts receivables represent uncollected laundr
commission and reimburements from former employee for heath inurce.

Notes Receivable: Notes receivable ar caed at their uncolleced pricipal balance less
allowance for note losses. No allowance has been estalished, the Commssion expects to
collect the entire amount.

Tenants Accounts Receivable: Rents are due from tenants on the fit day of each month. As
a result, tenants accunts receivable balance priarly consist of rents past due and vacated
tents.

Allowance (or Doubtfl Accounts: The allowance for doubtfu accunts is the amount
necessar, in management's judgment to adequately reflect the net reaizble balance of the
accounts receivables.

Tenant Security DeDosits: Tenant securty deposits represent amounts witheld frm tenats

of the low-income rental project.

ComDensated Absences: Conussion employee are grted vacation and sick pay in
varng amounts as serice are provided. Employee may accuulate, subject to cer
limitations, unused vacation and sick pay eared and, upon retiement, ternation or death,
may be compenated for certai amounts at thei curent rate of pay. The amount of vacation
and sick pay recognzed as expense is the amount eared by the employee each year.

.
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CIT OF MANISTEE HOUSING COMMSSION
NOTES TO FINANCIA STATEMENTS

DECEMBER 31,2006

NOTE A - ORGAN nON AN SUMY OF SIGNIFICAN ACCOUNTING
POLICIES (Contiued)

Deferred Revenue: Defered revenue consists of cah received frm residents of the Low
Rent Housing program for rent in advance of their actual due date

Use of Estimates: The preparation of ficial statements in conformity with accuntig

priciples generally accepted in the United States of Amerca requires management to make
estiates and judgments that affect reorted amounts of assets and liabilities and the
disclosures of contigencies at the date of the fiancial statements and revenues and expenses

recgned durg the reportg period. Actual results could differ from those estimates.

Prepaid Items: Cerai payments to vendors reflect costs applicable to futue accuntig
perods and are recorded as prepaid items. Prepaid expenses consist priarly of prepaid

insurce.

Revenues ànd Exoenses: The Commssion defies its operatig revenues as income derved
from charges to residents and other for servce provided as well as goverent subsidies
and grts used for opertig puroses. Operatig expenses are costs incured in the

operation of its progr activities to provide servces to residents and others. The

Commission classifies all other revenues as non-operating.

Net Assets: Net assets comprise the varous net eangs frm operatig and non-operating
revenues, expenses and contrbutions of capitaL. Net assets ca be classified in the following
thee components: invested in capita assets, net of related debt; restrcted net assets; and
unestrcted net assets. Invested in capita assets, net of related debt, consist of all capital
assets, net of accum!-ated depreciation and reduced by outstanding debt tht is attbutable to

the acquisition, constrction and improvement of those assets (debt related to unspent
procees or other restrcted cah and investments is excluded frm the determation).

Restrcted assets consists of net assets for which constrts are placed thereon by external
pares, such as lenders', grantors, contrbutors, laws, reguations and enabling legislation,
includig self-imposed legal mandates. Umestrcted net assets consist of all other net assets
not included in the above categories. As of December 31, 2006 there were no restrcted net
assets or outstading debt attbutable to capita assets.

..
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CITY OF MASTEE HOUSING COMMSION
NOTES TO FIANCIA STATEMENTS

DECEMBER 31,2006

NOTE B - CASH AN CASH EQUIALENTS AN RESTRICTED CASH

HUD requies Housing Authorities to invest exces fuds in obligations oftle United States,
Certficates of Deposit insured by the Federal Deposit Insuce Corporation (FDIC), or any
other federally insured investment

lW reuies that unsued deposits be fuly collaterized at al ties. Put to HUD
regulations, tenat securty deposits are allowed to be held in the form of obligations of the
Unitèd States. Obligations fushed as securty must be held by the Commission or with a

ban or trt company for the accunt of the Commission.

At yea-end the cag amount of the Commssion's cash and cah equivalents was

$64,768. All fuds are covered by the FDIC or collateralized by obligations of 
the United

States that ar held by the Commssion's agent in the Commission's nae.

NOTE C - NOTE RECEIVABLE

The note receivable is due from a former tenant~ for signficant proper damage totaing
$29,357. The receivables at December 31, 2006 totaled $16,293 of which $12,077 is
reported as cuent assets and $4,216 is reported as non-curent asset. Management

estimates the amounts are fuly collectable and no allowance for doubtf accunts has bee
crted.

NOTE D - ALLOWANCES FOR UNCOLLECTllLES

Allowances for doubtfl accounts for tent receivables at December 3 i, 2006 are $781, The

amount for uncollecble accunts was decreaed in fisca year 2006 by $717 and the

uncollectible accounts charged to general expene totaled $3,632.

NOTE E - FRUD RECEIVABLE

The fraud receivable is due from the prior Executive Director. The prior Exective Director
was prosecuted and found guilty of defrauding the Commssion of $1,300,000. The pri.or
Executive Director signed a plea agreement with U.S. Distct Cour agreeing to refund an

amount of $1,300,000. The Conussion received $562,995 in restitution from the prior
Executive Director in 2006. The recevable at December 31, 2006 totaled $737,005.

NOTE F - ALLOWANCE FOR FRUD RECEIVABLE

Alowances for fraud receivables at December 31, 2006 are $737,005. The Commission
deemed the remaining receivable balance is unely to be collected.

-19-



CITY OF MASTEE HOUSING COMMSION
NOTES TO FIANCIA STATEMENTS

DECEMBER 31, 2006

NOTE G - CAPITAL ASSETS

At Decmber 3 i. 2006, capital assets consisted of the followig: .

Beginning Additions Retirements
Ending

Balance Balance

Lad $ 312,216 $ $ $ 312,216

Site Improvements 72,192 72,192

Building 4,650,792 4,650,792

Building improvements 2,596,871 23,323 2,620,194

Furnitue and equipment 411,801 64,229 (1,100) 474,930

Consction in Progress 16,312 16,312

Subtotal 8,043,873 103,864 (1,100) 8,146,636

Accumulated depreciation (4,741,070) (265,483) 1,100 (5,005,453)

Total $ 3,302,803 $ (161,619) $ $ 3,141,183

The related depreciation for the yea ended December 31, 2006 totaled $265,483.
Management perodicaly evaluates whether any long-lived assets fai value 

is less than its
book value. In that event, the asset is wrtten down to its fai value as an impaied asset. As
of December 31, 2006, mangement has detered that no long-lived assets have bee
impaired.

NOTE H - RETIRMENT PLAN

At December 31, 2006, the date of the last completed actuaral evaluation, the Commssion's
termation liabilty for retiement benefits was $415,820 (employer and employee

combined). Valuation assets available to meet this obligation were $317,826. The
Commssion's estiated montWy contrbution for the fisca yea begig Janua 1, 2007
is $214. There are seven active employees, one vested former member, and 'one retiee

and/or beneficiar. There is an over-fuded balance of $95,711 as of Deceber 31, 2006,
Statistica inormation concerng the plan can be obtaied frm the Muncipal Employee'
Retiement System of Michigan (MRS), wmch is contaied in their aIUal actuaral
valuation.

:.

-20-



CITY OF MAISTEE HOUSING COMMSSION
NOTES TO FIANCIA STATEMENTS

DECEMBER 31, 2006

NOTE I - POST-EMPLOYMENT BENEmIS

The Commssion also provides post-retiement health cae benefits to al employee and their
dependents. The group premium is payable 75 percet by the employer and 25 percent by the
employee or spouse. The total amount of post-employment heath cae expense for the yea
ended Decber 31, 2006 is $22,766.

,

NOTE J - RIK MAAGEMENT

The Commssion is exposed to al common perils associated with the ownersp and rental of
rea estate properties. A risk management program using commercial caer has been
estalished to miiuize loss occurence and to trsfer risk though varous levels of

insuce. Gener8i liability, propert/caty ince is used to reduce the respective

perils.

Commercial caer insure al common pers such as proper, casuaty, employee

dishonesty, public offcial's liabilty, business auto, computer, and other miscellaneous
peris.

NOTE K - ECONOMIC DEPENDENCE

The Commission is ecnomicaly dependent on receivig renta income and subsidies and
grants from HU. The Commission also receives under a cooperation agreeent with the
City of Manstee, garbage removal, sewer servce, street and sidewalk maitenance, public
lighti, police and fie deparent protecon.

NOTE L - COMPONENT UNIT

The Commssion is considere a discretely preented component unit of the City of
Manstee. The City of Manstee appoints the Commission's five member Board of

Commssioners and qa signficatly influence the progrs, projects, activities or level of
servce performed at the Commission. The fiancial statements of the City of Manstee may
be obtaied by contacting .the Director of Finance, City of Manstee, 70 Maple Street, PO
Bnx 358, Manstee, MI 49660-0358.

NOTE M - CONTGENCY

The Commssion entered into an agreement to purchase land for $45,000 on Augut 30,
2007, Settlement of the transaction is contigent upon discharge of a lien issued from the
Michigan Deparent of Envionmenta Qualty.
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Report On Internal Control Over Fiancial

Reportig And On Compliance and Other Matters Based On An

Audit Of Financial Statements Performed in Accordance
With Government Auditig Standards

City of Manistee Housing Commsion
Manistee, Michigan

We have audited the fiancial statements of the City of Manstee Housing Commssion
(the "Commssion") as of and for the yea ended Decber 31, 2006, and have issued our report
thereon dated September 11, 2007. We conducted the audit in accrdance with auditig

stadards generally accepted in the Unites States of America and the standards applicable to
-ficial audits còntained in Goverent Auditing Stadards, issued by the Comptroller General

of the United States.

Internal Control over Financial Reportg

il plang and pedormg the audit, we considered the Commsson's interal contrl
over financial reporting as a basis for designg our auditig proceures for the puiose of
expressing our opinion on the fiancial statements, but not for the purose of expressing an
opinion on the effectiveness of the Commssion's internal control over fiancial reportng.
AccrdÌIgly, we do not express an opinon on the effectiveness of the Conussion's intern
control over fiancial reportng.

A control deficiency exists when the design or operation of a control does not alow
management or employee, in the normal coure of pedormng their assigned fuctions, to
prevent or detect misstatements on a tiely basis. A signficat deficiency is a control

deficiency, or combination of control deficiencies, tht adversely afects the Commssion's
abilty to intiate, authorie, record, process, or report fiancial data reliably in accrdance with
generay accepted accounting priciples such that there is more than a remote likelihood that a
misstatement of the Commssion's fiancial statements that is more than inconsequential will not
be prevented or detected by the Commssion's internal controL We consider the deficiencies
descrbed in the accompanying schedule of fidings and questioned cost to be signficat

deficiencies in interal control over fiancial reportg. The following signficat deficiencies
are descrbed in the accmpanyig schedule of fidigs and questioned costs as items 2006-1

thugh 2006-4.

A material weakes is a signficat deficiency, or combination of signficat
deficiencies, that results in more than a remote lielihood tht a material misstatement of the
fiancial statements wil not be prevented or detected by the Commission's interal control.

,

i

I
,

I
I

i

I
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Our consideration of the internal control over fiancial reportng was for the limted
purse descrbed in the fit pargrph of tls section and would not necsarly identify all
deficiencies in the internal control that might be signficat deficiencies and, accrdingly, would
not necessarly disclose al signficat deficiencies that are also considered to be material

weaesses. However. we believe that Done of the significant deficiencies described above is a
materal weaess

Compliance and Other Matters

As par of obtaining reaonable assurance about whether the Commission's fiancial

statements are free of materal misstatement, we performed tests of its compliance with cen
provisions of laws, reguations, contrcts, and grts, noncompliance with which could have a
dirt and materal effect on the deternation of fiancial statement amounts. However,

providing an opinon on compliance with those provisions was not an objective of the audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed an instace of

noncompliance or other matters that is requied to be reported under Governent Auditig
Stadads and which is descrbed in the accmpanyig schedule of findings and questioned cost
as 2006-4.

The Commssion's response to the fidings identified in our audit is described in the
accmpany schedule of fidigs and questioned costs. We did not audit the Commssion's

resonse and, accrdigly, we express no opiion on it.

Ths report is intended solely for the inormation and use of management, the Board of
Commssioners and federal awarding agencies and is not intended to be and should not be used
by anyone other than these specified pares.

~ f G~4Ô' t.¡_
ASHER & COMPAN, Ltd.

September 11, 2007

,.
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Report on Co;npliance With Requiements Applicable To
Each Major Program And On InterÐal Control Over
Compliance In Accordance With Ol\ Circular A-133

City of Mantee Housing Commision
Manistee, Michigan

Compliance

We have audited the compliance of the City of Manstee Housing Commssion (the
"Commssion") with the tyes of compliance requirements described in the US. Offce of
Management and Budget (OME) Circular A-133 Compliance Supplement that ar applicable to
each of its major federa programs for the yea ended December 31, 2006. The Commission's
major federal programs are identified in the sumar of the auditors' results section of the
accmpanying schedule of fidings and questioned costs. Compliance with the requirements of
laws, reguations, contrcts. and grts applicable to each of its major federl programs is the

resonsibility of the Commssion's management. Our resonsibilty is to. express an opinon on
the Commission's compliance based on our audit.

We conducted our audit of compliance in, accrdance with auditig stadards generally

accepted in the United States of America, the standards applicable to fiancial audits contaied

in Government Auditing Standards, issued by the Comptroller General of 
the United States, and

OMB Cirlar l\-133, Audits of States, Local Government. and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtan
reaonable assurance about whether noncompliance with the tyes of compliance requiements
refered to above that could have a direct and materal effect on a major federa program
occured. An audit includes exarg, on a tes basis, evidence about the Commssion's

compliance with those requirements and performg such other procedures as we considered
necessar in the circumstance. We believe that our audit provides a reaonable basis for our
opinon. Our audit does not provide a legal deteration of the Commission's compliance with
those requirements.

As descrbed in items 2006-5 and 2006-6 in the accmpanyig schedule of fidigs and
questioned costs, the Commssion did not comply with requirements regarding resident
parcipation fuding and the waitig list tht are applicable to its Low Income Public Housing

Assistace program. Compliance with such requiements is necsar, in our opinon, for the

Commission to comply with the requirements applicable to that program.
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As described in item 2006-7 in the accompanying schedule of fidings and questioned
costs, the Commsion did not comply with requirements regarding debanent of vendors that
are applicable to its Public Housing Capita Fund. Compliance with such requiements is
necessar, in our opinon, for the Commssion to comply with the requirements applicable to that
program.

In our opinon, excet for the noncompliance described in the preceing two paragrphs,
the Commssion complied in all materal respects with the requirements referred to above that
are applicable to each of its major federal programs for the yea ended December 31, 2006,

Internal Control over Compliance

The management of the Commssion is reponsible for establishig and maitaining
effective interal control over compliance with the reqirements of laws, regulations, contracts,
and grts applicable to feder programs. In plang and perormg our audit, we considered

the Commssion's internal contrl. over compliance with requirements that could have a direct
and material effect on a major federal progr in order to detere our auditig proceures for

the purose of expressing our opinon on compliance, but not for the puroses of expressing an
opinion on the effectiveness ofintemal contrl over compliance. Accrdingly, we do not express
an opinion on the effectiveness of the Commssion's internal control over compliance.

Our consideration of internal control over compliance was for the limited purose
descrbed in the preceding pargrph and would not necsary identify al deficiencies in the
entity's internal control that might be signficant deficiencies or material weakesses as defined
below. However, as discused below, we identified cer .deficiencies in internal contrl over
compliance that we consider to be signficat deficiencies, some of wluch we consider to be
materal weaesses.

A control deficiency in an entity's interal control over compliance exists when the
design or operation of a control does not allow management or employee, in the normal coure
of performg thei assigned fuctions, to prevent or detect noncompliance with a tye of
compliance requirements of a federal program on a tiely basis. A signifcant deficiency is a

control deficiency, or combination of control deficiencies, that adversely affects the entity's
abilty to admnister a federal program such that there is more that a remote lielihood that
noncompliance with a tye of compliance requirement of a federal progr that is more than

inconsequential wil not be prevented or detected by the entity's interal controL We consider
the deficiencies in interal control over compliance descrbed in the accmpanying schedule of
fidings and questioned costs as items 2006-5 th 2006-7 to be signficat deficiencies,

A materal weakess is a sigrficat deficiency, or combination of signficat
deficiencies, that results in more th a remote likelihood that material noncompliance with a
tye of compliance requirement of a federa program will not be prevented or detected by the
entity's internal contrL Of the signficant deficiencies in internal contrl over compliance
descrbed in the accmpanyig schedule of fidings and questioned costs we consider items
2006-6 and 2006-7 to be materal weakesses.

'.
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The Commssion's resonses to the fidings identified in our audit are described in the
accmpanyig schedule of findings and questioned costs. We did not audit the Commssion's
resonses and, accordingly, we express no opinion on it.

Ths reort is intended solely for the Inormation and use of management, the Board of
Commssioner and federal awardig agencies and is not intended to be and should not be used
by anyone other than these specified pares. r: ~ ,. cl L r 11W- r 7J(J4!8' 'H J

ASHER & CaMP AN, Ltd.

September 11, 2007
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CIT OF MATEE HOUSING COMMSSION
SCHEDULE OF FINDINGS AN QUESTIONED COSTS

FOR THE YEAR ENDED DECEMBER 31,2006

Section I -Summary of Auditors' Results

Financial Statements

Type of auditors' report issued: unqualified opinon
Yes No

Internal control over fiancial reportg: X
Materal weaess (es) identified?

Were signficant deficiencies identified not considered to be
materal weakeses?

x

Noncompliance material to financial statements noted? x

Federal Awards

Interal contrl over major programs:

Material weaess (es) identified? X
Were signficat deficiencies identified not considered to be X

material weaesses?

Type of auditor's report issued on compliance for major
progrs:

Any audit finding disclosed that are requied to be reported in
accrdance with section 510(a) of Circular A-133?

qualified opinon

x

Identification of major program:

CFDA
Nwnbers

Name of Federal Program

14.850. Low Income Housing Assistace Progrs

14.872 Public Housing Capita Fund

Dollar thesholds used to distigush between tye A and B programs:

Auditee qualfied as low-risk auditee?

$ 300,000

No
;.
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CITY OF MASTEE HOUSING COMMSSION
SCHEDULE OF FIINGS AN QUESTIONED COSTS

FOR THE YEAR ENDED DECEMlER 31, 2006
i

I

Section D - Financial Statement Findigs

2006-1 Fixed Asset Reconcilation

Fixed assets are a substantial investment for housing authorities nationwide. Related accuntig
and internal controls are an integr and requied component for fiancial reportg acccy.
The fixed asset schedule bas not been recncied to the general ledger.

Recommendation: The Commssion must reconcile the fixed asset ledger to the control account
in the general ledger in order to assure accurte reportg of the fied assets in the fiancial

statements and to protect the secty of those assets.

Question .Costs: Undetermed

Management Response: Management plan to complete a fixed asset recnciliation after
completig a physica fixed asset count.

2006-2 Lack of Physical Inventory for Fixed Assets

Fixed assets are a substantial investment for housing authorities nationwide. Related accuntig
and interal controls are an integral and requied component for fiancial reportg accuracy. As
a reult of our audit procedures, we noted that a physica inventory of fied assets is requied to

be completed at leat once every two year accrding to the Code of Federal Regulations 24.85.

The Commssion did not take a physica fied asset invéntory withn the past two year.

Question Costs: Undetermed

Recommendation: Even though Federal regulation requies a physica fixed asset inventory be
taken once ever two yea, we recmmend that a physica fiet asset inventory be taken
anually.

Management Response: Cuent Management will perorm a physical inventory of all equipment
and rea proper.

2006-3 Deficiency in Cash Disbursements

As a result of audit procedure in the cah disbursements area we fowid that 32 out of 40
invoices were not effectively canceled after payment was made and not approved for payment.
The Commssion paid an electrc bil twce due to the lack of contrls.

Question Costs: Undetered

Recommendation: To maitai stronger controls over cah disburements, we recommend
invoice be caceled by stamping "PAI" on the face of the invoice upon fial payment and all
invoices should be approved- for payment and intialed and dated by the appropriate sta

-28-



i

i

I

i.

Section II - Fiancial Statement Findigs (contiued)

Additionally, the sta should update their Standards for Operatig Procedure (SOP's) and
receive trg.

Management Response: Cuent Management wil evaluate the accounts payable system and
make necsar adjusents to ense accurate and tiely reportg; provide staff trg
encompassing the accounts payable proces; and establish a system of reconciliation to facilitate
an accurte fiancial management system.

2006- HV Form 51999

The 24 Code of Feder Reguations, The Anual Contrbutions Contrct (ACC) and Pil Notice
2002-13, which refers to Pil Notice 96~33, pargraph 2 state that General Depository

Agreements (ODA) are reuired for all fiancial intutions which have feder fuds on

deposit. The requiement has been extended and bas an indefite expirtion date. The GDA
requires that "deposits and accounts of the Depository must be inured by the Feder Deposit
Inurance Corporation or National Credit Union Shaed Inurce Fund." The GDA fuer
requires "any porton of PHAA fuds not inured by a Federal Inurce organzation shal be
fully (100%) and contiuously collateralized with specific and identifiable U.S. Governent or
Agency securties prescribed by HU." Such collateral shall, at al ties, have a market value
of at leat equa to the amount of the deposits so secured.

Form HUD-5l999, Gener Depository Agreement could not be located between the
Commssion and West Shore Ban.

.

Recommendation: We recmmend that the Commission execute formes) HU-51999 for all
accounts with federa fuds on deposit and submit executed HUD-51999, with origial

signatues. along with the securty listig to the loca Field Offce.

Question Costs: Undetered

Management Response: Curent Management wil execute HU-51999 and submit executed
form to loca Field Offce.
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CITY OF MASTEE HOUSING COMMSSION
SCHEDULE OF FIINGS AN QUESTIONED COSTS

FOR THE YEAR ENDED DECEMBER 31,2006

Section III - Federal Award Fidigs and Questioned Costs

2006-5 Resident Partcipation Fuding

HU fuds the Commssion $25 per occupied unt each yea for the purose of Resident
Parcipation activities. Resident Parcipation actvities include consultation and outreach for

public housing residents that support active intertion between the Conussion and the
residents. The scope of resident parcipation shall include such activities as those to inform
acquait, advise, promote and update residents of public housing concerng the issues and/or
operation that affect resident households and their livi envirnment, resident sureys and other
forms of resident input. The Commssion must ense the fuds are allocated towards resident
parcipation activities and properly recrded and trcked in the general 

ledger. HUD has issued
PiH Notice 2001-3 and reguation, 24 CFR Par 964, to provide guidance. The Commssion
made expenditues that do not meet the requiements of24 CFR 964,

Recommendation: We recmmend the Commssion develop progr that meet the requirements
of 24 CFR 964. If the Commssion decdes to pass the fuds to the Resident Board, then it is the
resonsibilty of the Commission to provide sub~recipient monitorig on the spending of theae

fuds.

Question Costs: Undetermed

Management Response: Current Management plans to institute programs that meet the
requiements of24 CPR 964.

2006-6 Deficiency in Maintaing Waitig List

We obsered that the Commission failed to mainta an accurte Waitig List. Once an

applicat is placed, they are removed frm the list leavig no history. 24 CFR 960, states the
method for selectig applicats must leave a clea audit tril that ca be used to verify that each
applicat has been selected in accordance with the method specified in the PHA plan.

Recommendation: We recmmend that the Commssion contact their curent softare provider
for guidance to meet the stadads of24 CFR 960.

Question Costs: Undetered

Management Response: Curent Management is aware the Waiting List has not been kept
accurately in the past. The Commssion recetly invested in a new softare system. The staff is
still in the proces of leag the new system. The Commssion wi contact the softare
provider for guidance to meet the standards of24 CFR 960.
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CIT OF MAISTEE HOUSING COMMSSION
SCHEDULE OF FINDINGS AN QUESTIONED COSTS

FOR THE YEAR ENDED DECEMBER 31, 2006

Section m - Federal A ward Findigs and Questioned Costs
(contiued)

2006-7 Debarment of Vendors

24 CFR 85.35 requies housing authorities to verify that vendors are not debared or suspended
or excluded (ineligible) for parcipation in federa assistance progrs, Review of the contracts

revealed that vendors were not checked for debarent

Recommendtion: We recmmend the Commission perorm a vendor debarent evaluation to
detere if the vendor is eligible to pedorm serces for the Commssion.

Question Costs: Undeterned

Management Response: Management will check for debarent for all vendors.

:

;.

,

r-

- 31 -



SUPPLEMENTARY INFORMTION

."



CITY OF MASTEE HOUSING COMMSSION
SCHEDULE OF EXPENDITURS OF FEDERA AWARS

FOR THE YEAR ENDED DECEMBER 31,2006

FEDERA PROGRA TITLE
CFDA

NUMBER EXPENDITS

Departent Of Housing And Urban Development

Low Income Public Housing Assistace Program 14.850.

Public Housing Capital Fund 14.872

Tota Feder Progr
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CITY OF MAISTEE HOUSING COMMSSION
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERA AWARS

FOR THE YEAR ENDED DECEMBER 31, 2006

"

1. Basis of Presentation

The accmpanyig schedule of expenditues of federal awars includes the feder grant
activity of City of Manstee Housing Commssion and is presented on the accal basis of
accounting. The information in ths schedule is presented in accordance with the

reqirements ofOMB Circular A-133. Audits of States, Loca Governents, and Non-Profit
Organzations. Therefore, some amounts presented in ths schedule may differ from amounts
presented in, or used in the prepartion of the basic fiancial statements.

2. Non-Cash Federal Assistace

The Commssion did not receive any non-cah Federal assistace for the yea ended
December 31, 2006.

3. Loan Guarantees

At Decber 3 i, 2006, the Commssion is not the guartor of any loans outstading.
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CITY OF MAISTEE HOUSING COMMSSION
SCHEDULE OF GRA ADY ANCES YS. EXPENDITS

FOR THE YEAR ENDED DECEMBER 31,2006 1-

,

CFP 501-04 CFP soi-os CFP 501-06 Totals

Budget $ 303,946 $ 278,367 $ 248,902 $ 831,215

Advances:
Cuulative though 12/31/05

Cuent Yea
Cuulative though 12/31/06

273,811
30,135

303,946

12,369
51,835

64,204

20,000

20,000

286,180
101,970

388,150

Exoenditures:
Cumulative though 12/31/05

Cuent Yea
Cuulative though 12/31/06

273,811
30,135

303,946

12,369
51,835

64,204

20,000

20,000

286,180
101,970

388,150

Excess I (Deficiency) of Advances $ $ $ $

Sumry

Soft Costs:
Cuulative though 12/31/05 252,225 1,465 253,690

Cuent Yea 9,135 33,343 20,000 62,478

Cuulative thugh 12/31/06 261,360 34,808 20,000 316,168

Hard Costs:
Cuulative though 12/31/05 21,586 10,904 32,490

Curent Yea 21,000 18,492 39,492 ,

Cuulative though 12/31/06 42,586 29,396 71,982
¡.

Cumulative $ 303,946 $ 64,204 $ 20,000 $ 388,150
,
,. ,
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Financial Assessment Subsystem - FDS

PHA; MI078 FYED; 12131/2006
Uneltem
No. AccunlOescrinlion
111 sh-Unreslrcled
14 sh-TerianlSecuri De sits
100 otalCash

25
126
126.1
t26.2
127
28

128.1
120

142
150

161

182
63

16'
165
166
67

160

171

180

180

Lo i:ntPiblic
Housl1l

99,102
866

44,768

untsRecivable.Miscellaneous
unts Recivble _ Tenants _ Owemn Rents

owanc for Doubtfl Acunts - Owelln Rents
lowanc for Doubtfl Acunts. Oller
otes Loans, & Mort a es Receivable - Currnt
raudRecove
lownce for Doubtfl Acunts - Fraud

olal Receivables,nelofallowancesfordoublful accunts

rea~seSandOlhrASSels
olBlCurrentAsels

949
2561
781

o
12,On
737,00
-737,005
20,806

Page 1 of5

Public Houslng Capital Fund
P rnm Total

99,102
,666

64,768

,694
722268

'"
ili s

umllure, E ul ment & Machne - Dwnin 5
umlture, E ul ment & Mache - Admlnlstrtion
aseholdlm rovemenls

cumulate De reat10n
nstcton In Pro re

otal Fixed Assets, Net of Accmulated De recialion

312,216
7,270,986
20t,984
227,276
62,192
-4,992,896
o
3,081,758

~o

o

o
o

o

o

6,949
2561
781

o
120n
737005
.737005
20,806

Notes, Lons & Mort a es Reoll/ble - Non Currnt
otalNon..rrntAssets

,216
3.085.974

o
o

o 56694
722,268

olalAsels 3,808,242

o

o
o
45670
10000
12,557

16,312
59425

12,2t6
270,986

201,984
272,946
72,192
-5005,4
16,312
3,141,183

ro16
~45,399

:E67667

-35 -

o
59,425

9.25
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Financial Assessment Subsystem - FDS Page 2 of5

PHA: Ml078 FYED: 12/31/2006
Unellem

Acunt Descr"Uon
wRentPubllc ublicHouslngCapitlFund

No. ousin ro mm Total

12 ccunlsPe ble-c=90 Da 6.627 0 627

1 ccWaefa IlTaxsPe ", 7,656 0 7,656

ccedCom nsate Abseri-Currnt Portori ,- 0 5,_
333 ccnlsPa ble-OUierGovernmelil 33825 0 ~1 enalilSec' O. slls 45,666 0 5,666

342 Deferrd Revenues 3,_ 0 3.448

10 otalCurrntUabliites 122,670 0 122,670

ed COm ensated Absences - Non CUlTent 9,024 ~35 olalNoncurrntUablllUes 9,024 0 9.024

0 otalUabiiites 171,694 0 171,694

8 olal Conlnbuted Ca ltl 0 0 0

~ nvested III Ca !tl Asts NetorRelated Debl 3,081758 59,425 314118
11 olal Reservd Fund Balance 0 0 0

11.1 BstrictedNelAssBls 0

512.1 nrstctedNBtAs"els 554790 0 554,790

13 0131 E ui IN!!tAssets ,636,548 59425 3,695,97

00 otal Uabllites and E un fNet Asels 3,808242 9,425 3,867,66

¡.

"

:",
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Financial Assessment Subsystem - FDS Page 3 of5

PHA: MI078 FYED: 12/3112006
Uneltem

AceuntDescrn\Îon
.~~~enipublic Public Housing CapItal Fund 

No. HousJn P mm Total

03 etTen~ntRentalRevenue 504,441 0 50,441
04 enantRevenue-Olher .026

E
9,026

05 otal Tenant Revenue 
- 3,467 563,467

06 UDPHAO erali Grants 351.214 2,478 413,692

06.1 ltalGrarits 0 39,492 39,492

11 lnveslmenllncome-Unreslri:\e 26,244 0 26,244

" Fraud Recove 1,299,960 0 1,299960

15 lhrReenue 22,075 22075
00 olalRevenue ,262960 101,970 2.364,930
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Financial Assessment Sub.system - FDS Page 4 of5
I
;
,

I

PHA: Ml078 FYED: 12/31/2006
Unellem lD ~nennl Public ~ilCHOUSìngCapitiFund
No. AccuntDeSC liori Housln Pi ram Total

11 mlrilstmUveSiilaries 128,880 128.880
12

¡"'"
10,480 0 10,480

14 m ensaledAbsence 1,89t 0 1,891

15 10 a Beneft Contributons - Administrtie 78,358 0 8,358
15 erO eratiri -Admlnlstrlive 173,321 31,678 04.999

924 enantServices-Olher 5,992 0 ,99
31 ,., 7,126 0 7,126
32 _. 69,384 0 69,38

93' , 47,958 0 7.958
1 ¡" MairitenancearidO iirations-Labor 160,148 160,148
2 Ordinii MaintenanceandO erations-MateñalsariOlher 66,671 0 6,671
, rdina MaIntenance and 0 eralions - Contract Costs 59845 0 9,84
5 Em 10 eBenefiContn"bulions-Ordlna Malnlananc 104,182 104182

53 PrtecliveServces-Olher 2153 2,153
1 Insurance PremIums 76,809 0 76,609
, '" entsiliUeuofTaxes 33825 0 33,825

dDebt-TenanlRenls 3632 0 632
9 ota!O ralin "' "'" t060,453 1,678 1092,131

970 Exss:2ralin Reveiiueover~li enses 1,202,507 70292 1272,79

7. a recialinEx enS! 256,226 9,257 265483

~ raudLosss 737,005 0 737,005
otalex "" 2053,684 ,935 09461

1001 eralin Transers In 30.800 0 30.800'
1002 eralin Transfers Out 0 -3,800 .30,800
1010 otalOlherFlnancin Sources Uses 30,800 -3800 0

1000
~ss (DerlCncy) of Operating Revenue Over (Under) 240,076 30,235 270,311lEnses

.
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Financial Assessment Subsystem - FDS Page 5 of5

PHA: MI078 FYED: 12/31/2006
~nellem LOW~nennlPubnc Pu~~~ HousIng Capilal Fund
No. ~_""'O"oilJ' ousln Pro ram Total
1102 ebtPricl a!Pa nls-Enle rie Funds 0 0
t103 Be innin E u' 3,396.472 29,190 3.25.6ô
1120 UnllMonlhsAvaliable .640 .640
1121 Number of Unit MonlhsLeased .274 ,274
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